CHAPTER FORTY-NINE
DID FRANCE AND AMERICA DICTATE?
The one circumstance that gave the situation its emergency,
its critical characteristic was c the drain of gold.3 The
Prime Minister and the Chancellor of the Exchequer had
accepted the responsibility for these withdrawals of gold from
the Bank of England. First of all to the Cabinet and afterwards
in the House of Commons, when defending his action in form-
ing a * National' Government, MacDonald declared that the loss
of confidence in Britain's financial stability, which had led to
the drain of gold, was due to the revelations of the May Report.
The terrifying forecast of a deficit of 120 millions in the Budget,
which the Chancellor was to present six months later, had so
scared the French investor who had evidently been studying
with anxious misgivings the May Report, that he had to
withdraw his investments home from London.
To say that the disclosures of the May Report led to the
flow of gold from London, in addition to being a most damag-
ing confession, was a complete misrepresentation. The lamb
in the fable could not be guilty of polluting the water last year,
because it was not born last year. The May Report could not
have caused the flow of gold from London, because it was
not born until about a month after the drain had begun. No
one knew better than MacDonald, who had been Chairman
of the Seven Power Conference, that the political and economic
reasons that lay close behind the French withdrawal of gold
were wholly unconnected with the May Report or the Labour
Government.
If fear of Britain's financial collapse as a result of the ex-
travagance of the Labour Government were not the real cause
of the drain of gold, what, then, was the real cause ? Before
dealing with major causes, it is well to note an incidental
phenomenon of interesting significance. It has been pointed
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